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What is claimed is: 




^ 1 . An automated trading system for use in an electronic exchange system 
network, comprising: / 



a receiver interface that receives market price information for a first traded item 
from an exchange; / 

a transaction value calculator that generates a transaction value for the first traded 
item based on price information for a second traded4tem related to the first traded item; 

decision logic using at least a portion of the received market price information 
and the transaction value to generate a decision whether to submit a response to buy or 
sell the first traded item; and / 

an output interface for outputting/ request for market transaction for one of the 
first traded item and the second traded/item for transmission to the exchange in response 
to said decision logic. / 

2. The automated trading system according to claim 1, wherein the 
transaction value calculator receives current price information for the second traded item 
and uses the current price/information to generate the transaction value. 

3. The automated trading system according to claim 2, wherein said 
transaction value calculator generates the transaction value using interpolation. 

4. / The automated trading system according to claim 2, wherein said 
transaction/value calculator generates the transaction value by extrapolation. 

A The automated trading system according to claim 2, wherein the 
transaction value calculator generates the transaction value by using some precalculated 
terms. 
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6. The automated trading system according to claiirr2, wherein the second 
traded item is a security and the first traded item is an option on the security. 

7. The automated trading system according to/claim 1, wherein the request 
for market transaction is an order for the first traded itenr 

8. The automated trading system according to claim 1, wherein the request 
for market transaction is a quote for the first tradeoitem. 

9. The automated trading system according to claim 1, said decision logic 
compares at least a portion of the received market price information to the transaction 
value when automated trading in the first tfem first becomes enabled. 

1 0. The automated trading /ystem according to claim 1 , further comprising 
safety check logic, responsive to saief decision logic, to prevent transmission of a request 
for market transaction for the firstytraded item to the exchange if the request does not 
meet a predetermined criterion. / 

1 1 . The automated trading system according to claim 10, wherein the 
predetermined criterion is L maximum trade quantity for the first traded item. 

12. The automated trading system according to claim 10, wherein the 
predetermined criterion is a maximum resulting delta position in the second traded item. 

13. Thp automated trading system according to claim 10, wherein said 
predetermined criterion is a maximum number of market transaction attempts within a 
predetermined period of time and said decision logic compares at least a portion of the 
received market price information to the transaction value when the maximum number of 
attempts is increased. 
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14. The automated trading system according to claim/, where the receiver 
interface receives the market price information for the first traded item indirectly from 
the exchange via an exchange interface. / 

15. The automated trading system according to claim 1, wherein the decision 
logic compares the transaction value to at least a portiorr of the received market price 
information. / 

16. The automated trading system according to claim 15, wherein the 
transaction value is a minimum sell price for theyrirst traded item, and the market price 
information includes a market bid price for the/first traded item. 

17. The automated trading systejn according to claim 15, wherein the 
transaction value is a maximum buy price/for the first traded item, and the market price 
information includes a market ask price/for the first traded item. 

18. The automated trading system according to claim 15, wherein the 
transaction value is a theoretical vpue of the first traded item based on a mathematical 
model. / 

19. The automates trading system according to claim 15, wherein the price 
information for the second t/aded item corresponds to a current market price for the 
second traded item and said decision logic generates a comparison when the current 
market price for the second traded item changes. 

20. The automated trading system according to claim 15, wherein said price 
information for the second traded item corresponds to a current market price for the 
second traded item and said decision logic generates a comparison when the price 
information for ther first traded item changes. 
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2 1 . The automated trading system according to claim 1 , wherein a backend 
computer includes said receiver interface, said transaction value calculator, said decision 
logic, and said output interface and further comprising a trader station separate from said 
backend computer, said trader station coupled to said batckend computer through a 
communication link, said trader station including a graphic user interface to enable a 
trader to monitor the operation of said backend computer. 

22. The automated trading system according to claim 21, wherein said 
backend computer is located substantially closer than said trader station to the exchange 
that transmits the market price information fo/ the first traded item. 

23. The automated trading system according to claim 1, wherein: 

said output interface outputs a request for market transaction for the first 
traded item; and / 

said receiver interface further receives trade confirmation information for 
the first traded item in response to the request for market transaction for the first traded 
item, / 

and said automated trading system further comprises: 

hedge logic for generating a request for market transaction for the second 
traded item in response to the trade confirmation information, wherein said request for 
market transaction for the sedond traded item hedges at least some of the risk of the 
market transaction for the fi/st traded item. 

24. An automated trading method for use in an electronic exchange system 
network, comprising: / 

receiving markit price information for a first traded item; 

calculating a transaction price for the first traded item based on price information 
for a second traded ilem related to the first traded item; 

comparing me received market price information for the first traded item to the 
transaction price for the first traded item; and 
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generating a request for market transaction for one of the first traded item and the 
second traded item based on the comparison of the received market price information to 
the transaction price. / 

25. The automated trading method according to claim 24, wherein said first 
traded item corresponds to an option and the second traded item corresponds to a security 
underlying the option. / 

26. The automated trading method Recording to claim 24, wherein said step of 
calculating a transaction price, comprises: / 

(a) receiving current market pri</e information for said second traded item; 

(b) generating said transaction/price for said first traded item using said 
current market price infomiation for said second traded item. 

27. The automated trading method according to claim 2655, wherein said step 
of calculation uses interpolating the transaction price. 

28. The automated trading method according to claim 26, wherein said step of 
generating said transaction price comprises extrapolating the transaction price. 

29. An automated method of trading in an electronic exchange system 
network, comprising: / 

receiving a current market price for an option from an electronic exchange; 

comparing the cmrrent market price for the option with a transaction price for the 
option, where the transaction price for the option is calculated at least in part from current 
price information for an underlying security for the option; and 

based on the result of the comparing step, submitting an order or quote for the 
option to the electronic exchange within 96 microseconds of the step of receiving the 
current market price for the option. 
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30. An automated method of trading in an electronic exchange system 
network, comprising the steps of: / 

receiving a current market price for a security fromya market source; 

calculating a transaction price for an option of the/security using the current 
market price for the security; / 

comparing the current market price for the option with a transaction price for the 
option; and / 

based on the step of comparing, submitting; an order or quote for the option to an 
electronic exchange within 154 microseconds of the step of receiving the current market 
price for the security. / 

3 1 . The automated trading method according to claim 30, wherein said step of 
submitting an order or quote is performed/within 97 microseconds of the step of receiving 
the current market price for the security/ 

32. The automated trading method according to claim 31, further comprising 
the step of performing safety checks before the submitting step. 

33. The automated trading method according to claim 32, wherein said step of 
calculating is performed within 80 microseconds. 

34. An automated trading method for use in an electronic exchange system 
network, comprising the ysteps of: 

receiving market price information for a first traded item; 
calculating a transaction value for the first traded item based on at least one of (a) 
price information fo/ a second traded item related to the first traded item and (b) received 
market information for the first traded item; and 

using at least the calculated transaction value in determining whether to submit an 
order for the first traded item. 
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35. The automated trading method according to claim 34, wherein the 
calculated transaction value is an implied volatility/value corresponding to the first traded 
item. 

36. The automated trading method according to claim 34, wherein the 
calculated transaction value is a maximum buy value for the first traded item. 

37. The automated trading method according to claim 34, wherein the 
calculated transaction value is a minimum sell value for the first traded item. 

38. The automated trading method according to claim 34, wherein the 
calculated transaction value is a theo/etical value for the first traded item generated based 
on a mathematical model. 



39. The automated tracing method according to claim 34, further comprising 
the steps of: 

(a) submitting an ordei/ for the first traded item; 

(b) receiving confirmation of a transaction from an exchange responsive to the 
order submitted; And 

(c) submitting an order for the second traded item to hedge a delta risk associated 
with the confirmed transaction. 
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